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ACTION EA- 10 

INFO OCT-OI ISO-00 EB-07 RSC-OI /019W 

085555 

R 170853Z DEC 74 
FM AMEMBASSY MANILA 
TO USDA/FASAVASHDC 
INFO SECSTATE WASHDC 9197 

UNCLAS MANILA 14818 

FOR WILLIAMS/IMD/COTTON/FMD 

SUBJECT: DEP MILL DEPOSIT UNDER GSM-4 

REE: EASTO 91 

TOFAS 139. 

1. FIRST PROCEDURE ESTABLISHED BY DBP ADMINISTERING CCC CREDIT 
REQUIRED MILL TO DEPOSIT 12 1/2 PERCENT OF THE CONTRACT VALUE OF THE 
COTTON REGISTERED EOR CCC CREDIT. IF A CONTRACT HAD BEEN PARTIALLY 
FILLED UTILIZING FRE DOLLARS, THE 12 1/2 PERCENT DEPOST WOULD HAVE 
BREN APPLICABLE TO ANY REMAINING UNFILLED PORTION OF THE CONTRACT 
COVERED BY A CCC REGISTRATION. HOWEVER, THE DBP HAS RECENTLY 
AGREED TO RELAX THIS REQUIREMENT AND WILL NOW REQUIRE 12 1/2 PERCENT 
PRIOR DEPOSIT BILLED ON THE BASIS OF THE L/C TO BE OPENED AND 
COLLECTED UPON ISSUANCE OF DBF'S GUARANTEE. 

THE 12 1/2 PERCENT DEPOSIT REPRESENTS AN ADVANCE PAYMENT OF ONE 
YEAR'S INTEREST AT THE 10 PERCENT CCC INTEREST RATE AND AN ADVANCE 
PAYMENT OE THE 2 1/2 PERCENT (FLAT RATE) DBP LOAN GUARANTEE FEE. 

2. YOU SHOULD ALSO REMEMBER THAT BEFORE A MILL CAN GET COTTON 
THROUGH PHILIPPINE CUSTOMS THEY MUST PAY AN IMPORT DUTY OF 10 PER- 
CENT ON 1 10 PERCENT OE THE EOB VALUE AND MAKE AN ADVANCE SALES 
TAX PAYMENT OF 7 PERCENT ON 125 PERCENT OF THE LANDED COST. 

3. THE MILLS MUST ALSO ARRANGE A LETTER OF CREDIT FOR FREIGHT 
CHARGES AND WE UNDERSTAND THAT UNDER CURRENT FINANCIAL CONDITIONS 
BANKS REQUIRE HEAVY PAYMENTS ON FREIGHT L/CS, IE NOT FULL PAYMENT 
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4. WE UNDERSTAND THAT DBF IS ALLOWING SOME MILLS A PAYMENT MORA- 
TORIUM ON ITS DEBTS TO DBF IF THE MILLS CASH ELOW JUSTIEIED SUCH A 
GRACE PERIOD. 
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